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Dear Mr. Pike:

In response to youwr June 5, 1974, letter, we roviewed the Defense
Supply Agency's policy for purchasing potatons, particularly its policy
concerning the three specific points vour constituent raised, which
were:

-~Should the Agency purchase all potatoes on a bid basis rather
than send buyers to the growing areas?

-=-Stould the Agency warchase all potatoss only in the New York
area?

~-Are the savings reallized by purchasing Maine potatoes offset
by The expaenses Incurrsd in sending & buyer to Maine?

The Defense Personnel Support Center, Philadelphia, Pennsylvania,

a centralized organization established to pwchase food for militarvy
activities, adn.onistors the Asencyv's policies. The Center oxrates
theounh Sour Defense sudsistence regions which are responsible for
supplying foul to military cistoners in their areas. The regional
offices are located in Mew Yorks Oakland, Califcornia; Hew Orleansg
and Chicago.

Tae Agencv uses the sight-buving technigue--that is, visud

f prosone in the field or in storage--to
f its anmual fresh fruits and vegotablz
regairersnts. fFor ssversl vears the New York region, using the s.ght-
honinr tedhnicus, purchased Maine cotitoes principally from brokers or
the Hew York Harlem tdver reilved vard and purchased long
toes and potatoss rown in other areas principally from
srowers In those portioular areas.  However., because Mzine potato
Croviers wére makiry nore shidrents by trock:. and fewsr chipments by
rail. fewer Jotatoes wore available from Mnohers ov dealers atr the
Yori.

moohase almost 35 pareay

.

wefone in Qetober 1373 the Center directed the New Yook region
} the feasibility of sight-uying potatoes divectl: from
its growers and shippers in Malre., A a result, in Novesbor 1973 the
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region sent a luyer to Mal e to so'icit bids and inspect the j-tatoes
offered. Regirnal officia s consicered this a ldinonal compet ition to
be in the Covermment's intrrest bscause the brvader ompetitiv » hase
should have provided a better product from the standnoint of caality
ard cost.

PURCHASE OF ALL POTATOES
USING SIHT-BUYING TECHNIQUE

At his request, we previcusly reported to Congr:ssman Mar'o Riagmi
the Agency's policv of using sight buying to purchase fresh fr:its and
vecre"ables. In that report we recommenced thal the Agencv's Director,

ter than uswng sight buay mg, consider develo,wmg tighter spocifications
which could be used to describe the required Prc duce to all in'erested
suppliers. We suggested that the descripticns iwlude, in addition <o
the size, cond.tion, and quality reguirei, the t pes of acceptable Je-
fects and the percent of the total shipment that must meet the werall
requirements.

In comnenting on our previous repo::, the A ency !id not Hnsider
our recommendation an acceptable al termitive isc use ol the dr:ficulties
it envisionad in preparing an all-encompassing secification.

We agrec that tnere is a wide variance in guality, condition, size,
and defect toleration of produce within each amriculture grale standard
aryl that the coportunity to exanine trotuce xfore purchase honefits the
Goverttaent,  Frweover, we continue to believe that the Agency o uld roduc
its need o iaspect all produce items in the tield if tighver ecifications
ware written. Since the tighter siecifications would applv tv the mrowers
as well S Ht: venuo”s, vendors co 1d ‘tm y corpete with mowe 3 or vendars

with growin 3 affiliation v « ffer ng oroducts certified v Denvpmment
of A@"l\,di?d“h Inspactors as weti.g the tighter specif catisnr, Woe helieve

also that acA tighter <p= cif ications cre eam.ble. Derartrent of Aoi-~
cilture officiils agree hat tighter s; ecifications can be Jdev loped and
have said that they can inspect ‘*:r*cduu items on the hasis of wch tifhrer
specifications.
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Your oonst 1‘:@:.“% sugtestiorn thar notaroes he pachased v U the
New York area would not conform with moaiierent reguletions, acoording
o liew York rerioral orr;cmls. All porential surplier s, hoeth naside

and outside the regicn's geographical aea, must he givan an o oortuniny

o de or. its purchases. These ofiicia.s a~mittea: that until .ate in
1373 the bidders on purchises of poiators were almost exclusi v from
Long ICLCI’:d I* is irportant to note that, as the result of  he saseonal
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nature of potatoes, the Center huys its first potatoes in Alahama in
Mav. Purchases progress northward as the potato:s are harvestad;
during June, July, and August, most yotatoer are purchased in the
Carolinas, Virginia, and Marviand. Purhases of long Island potatoes
begin in September. Mair: potatoss are harvested lat: in October;
during November an! Decemosr, Maine and long Island +endors compete.
By late in December, long Tsland verdors no longer h:ve lLong Island
potatoas available; therefore the potatoes they sell are Maine
potatoes exclusiveiv. The potatoes offered for Jamuary and Tebruary
1974, mentioned by vowr constituent, were actually Maine potatces.

SAVINGS: PURCIASING IN MAINE
VERSUS PURCHASING IN LONG TglANT’

We reviewed potate purchases made through the New York rerion for
two 1~week pericds. The 2 weeks we selected were within the time frame
your constituent referred to in his March 14, 1974, letter. By purchasing
from Maine growers, instead of long Island vendcrs, the New York region
saved $§702, as follows:

Jarmary 18 to 2w, 1974 $22%
February 15 to 21, 1974 _lg1
$702

The New York region made its own studv for a i-week periad 1.
November 1973, which shwed savings of $1,055 realized by competitive
purchases in Maine.

The savings realized during these three l-week periods ave ‘c\gecl
$536. These savings. however, may be only part of the total mwmetar
berefit derived from competitive pota’o purchases. Competition betwoen
wng Island and Miine dealers mar have caused both to submit lower bids
than they otherwize wuld have sulmitted, kvt we were not able 1 document
this.

Cost of Maine purchasing agent

The New York region sewds a purcl..sing agen: to Maine to solicit
bids and inspect potatoes whenever *hf soare «qu able for sale.  Acoond-
ing to regioral officials, the apent : . rotated cverv 5 weeks,

We estimate that ths expenses incurred in aeﬁd:ﬂg a purchaaing
agent to Maine is about $31€ a weok, 2 did not Include the acent's
salarv In egtimating the expenses imxan ~ad, because the agent. if he
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was wt sight-huying potatoes in Maine, would be doing similar. work
elsewhere. We did nct determine whether the same number of purchasirg
agents would be required if the Agency were to develop tighter
specifications.

As you requested, we iid not obtain corments from the Agercy's
Director. We do not plan to distritute this report fHirrther unless
you agree or publicly amwunce its contents.

Sincerely yours,

f ' - /"?
I’ M o
“ ’ /" . -

" LT~

" Comptroller General
of the United States
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